The Municipal Manager 
Richmond Municipality 
Private Bag 102S 
Richmond 

-27S0 


7 December 2007 ' ' - . . . 

Reference: 05984REG06-07 


DearAdv. Nene 


Report of the AudItor-GeneraS on the financial statements and performance information 
of the Richmond Municipality for the year ended 30 June 2007 

The above-mentioned report of the Auditor-General are submitted herewith in terms of section 
21(1) of the Public Audit Act, 2004 (Act No. 25 of 2004 read in conjunction with section 188 of 
the Constitution of the Republic of South Africa, 1996 (Act No. 108 of 1996) and section 121(3) 
of the Municipal Finance Management Act, 2003 (Act No. 56 of 2003)(MFMA) 

In terms of section 121(3) and 127(2) of the MFMA municipalities have to include the audit 
report in the municipality’s annual report for tabling within seven months after the end of the 
financial year. 

Until tabled as required by section 127(2) the report is not a public document and should 
therefore be treated as confidential. 


As your municipality will be responsible for publishing the attached audit report as part of the 
annual report, you are required to do the following: 

• Submit the final printer’s proof of the annual report (which includes the audit report) to 
the relevant audit manager of the Auditor-General for verification of the audit-related 
references before it is printed or copied. Special care should be taken with the page 
references in your report, since an incorrect reference could have audit implications. 

• The signature at the end of the hard copy of the audit report should be scanned in when 
preparing to print the report. The signature Auditor-General in the handwriting of the 
auditor authorised to sign the audit report, as wei! as the place and date of signing and 
the logo should also appear at the end of the report, as in the hard copy that is provided 
to you. The official logo and the authorised signature will be made available to you in 
electronic format. 
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Please notify the Provincial Auditor-General (Business Executive) well in advance of the date on 
which the audit report, or the annual report containing this audit report, will be tabled at the 
municipality. 

Your cooperation to ensure that ail these requirements are met would be much appreciated. 


Kindly acknowledge receipt of this letter. 


Yours sincerely 


Signed 





Of Business Executiv^fe: KwaZulu-Natal 


Enquiries: Vanuja Maharaj 

Telephone: (033) 264 7444 
Fax: (033)264 7596 

Email: vanujam@agsa.c 0 . 2 a 
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REPORT ON THE F8NANCIAL STATERSENTS 


1. I have audited the accompanying financial statements of the Richmond 
Municipality which comp t ise Ihe ba l ance sheet -a s a t 30 June 2007, inc o me 

statement and cash flow statement for the year then ended, and a summary of 
significant accounting policies and other explanatory notes and the report of the 
Chier Financial Officer as set out on pages 5jo 20. 

Responsibility of tbe accounting officer for the fsnancia! statements 

2. The accounting officer is responsible for the preparation and fair presentation of 
' these financial statements in accordance with the Institute of r\/iunicipai Financial 

Officers in the Code of Practice (1997) and the Report of Annual Financial 
Statements (2nd edition, January 1996) (IMFO) and in the manner required by 
the Municipal Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA). 
This responsibility includes: 

■ designing, implementing and maintaining internal control relevant to the 
preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error 

■ selecting and applying appropriate accounting policies 

■ making accounting estimates that are reasonable in the circumstances. 
Responsibility of the Auditor-General 

3. As required by section 188 of the Constitution of the Republic of South Africa, 
1996 read with section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) 
(PAA) and section 126(3) of the MFMA my responsibility is to express an opinion 
on these financial statements based on my audit. 

4. I conducted my audit in accordance with the International Standards on Auditing. 

. Those standards require that I comply with ethical requirements and plan and 

perform the audit to obtain reasonable assurance whether the financial 
statements are free from material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the 
amounts a.nd disclosures in the financial statements. The procedures selected 
depend on the auditor's judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant 
to the entity’s preparation and fair presentation of the financial statements in 
order to design audit procedures that are appropriate in the circumstances, but 
not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. 

6. An audit also includes evaluating the; 

• appropriateness of accounting policies used 
c reasonableness of accounting estimates made by management 
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provide a basis for my aiidlt opinion. 

Basis of accountsng 

8. The municipaiity’s policy is to prepare financial statements on the basis of 
accounting determined by the ^4ationa! Treasury as set out in accounting policy 
note 1 . 

Opinion 

— I nmy o p i n i o n t he f i na n c i a l s t at e me n t s of R i chmond Mun i cipa li ty a s-a t SO Jun e 
2007 and its financial performance and cash flows for the year then ended, have 
been prepared, in all material respects, In accordance with the basis of 
accouniing as set out in accounting policy riOie 1 and in the rrianner required by 
the MFMA;' ' ' 


OTHER MATTERS ’ ' - - _ . ... 

I draw attention to the following matters that are ancillary to my responsibilities in 
the audit of the financial statements; 

10. Non-compliance with applicable legislation 
Municipal Finance Management Act 

A risk management and fraud prevention policy does not exist, as required by 
sections 62(1)(c) and 115(1)(b) of the MFMA, respectively. 

1 1 . Materiai corrections made to the financsai statements submitted for audit 

The financial statements approved by the accounting officer and submitted for 
audit on 31 August 2007, was revised in respect of the following misstatements 
identified during the audit: 

• The funding source of land to the value of R316 000 acquired in prior years 
has now been recognized In the Public Improvement Fund. 

1 2. internal control 

Section 62(1)(c)(j) of the MFM.A states that the accounting officer must ensure 
that the municipality has and maintains effective, efficient and transparent 
systems of financial and risk management and internal control. The table below 
depicts the root causes of the matters indicated, as they relate to the five 
components of internal control. In some Instances deficiencies exist in more than 
one Internal control component. 
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13. Unaudited Supplementary schedules 

The supplementary information set out on pages 21 to 26 does not form part of the 
financial statements and is presented as additional information, i -have not audited 
these annexures and accordingly I do not express an opinion on them. 

OTHER REPORTING RESPONSIBILITIES 
Reporting on performance information 

14. I was engaged to audit the performance information. 


15. In terms of section 121(3)(c) of the MFMA, the annual report of a municipality 
must include the annual performance report of the municipality prepared by the 
municipality in terms of section 46 of the Local Government: Municipal Systems 
Act, 2000 (Act No. 32 of 2000) (MSA). 

Responsibility of the Auditor-General 

16. 1 conducted my engagement In accordance with section 13 of the PAA read with 
General Notice 646 of 2007, issued in Government Gazette No. 29919 of 
25 May 2007 and section 45 of the MSA. 

17. In terms of the foregoing my engagement included performing procedures of an 
audit nature to obtain sufficient appropriate evidence about the performance 
information and related systems, processes and procedures. The procedures 
selected depend on the auditor’s judgment. 

18.1 believe that the evidence I have obtained is sufficient and appropriate to 
provide a basis for the audit findings reported below. 



Non-compliaF^ce with regulatory requirements 
1 9. Establishment of a performsncs management system 

A framework that describes and represents how the municipality's cycle and 
process of performance planning, monitoring, measurement, review, reporting 
and improvement will be conducted, organised and managed, including 
determining the roles of the different rote-players, as required by regulation 7(1) 
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APPRECBATION 

20. The assistance rendered by the staff of the Richmond Municipality during the 
audit is sincerely appreciated. 




Pietermaritzburg 
30 November 2007 



AUD5TOR-GENERAL 
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